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(b) Other contributions. Donations to
organizations other than those de-
scribed in section 170 which bear a di-
rect relationship to the taxpayer’s
business and are made with a reason-
able expectation of a financial return
commensurate with the amount of the
donation may constitute allowable de-
ductions as business expenses, provided
the donation is not made for a purpose
for which a deduction is not allowable
by reason of the provisions of para-
graph (b)(1)(i) or (c) of §1.162-20. For ex-
ample, a transit company may donate
a sum of money to an organization (of
a class not referred to in section 170)
intending to hold a convention in the
city in which it operates, with a rea-
sonable expectation that the holding of
such convention will augment its in-
come through a greater number of peo-
ple using its transportation facilities.

(¢c) Dues. Dues and other payments to
an organization, such as a labor union
or a trade association, which otherwise
meet the requirements of the regula-
tions under section 162, are deductible
in full. For limitations on the deduct-
ibility of dues and other payments, see
paragraph (b) and (c) of §1.162-20.

(d) Cross reference. For provisions
dealing with expenditures for institu-
tional or ‘‘good will” advertising, see
§1.162-20.

[T.D. 6819, 30 FR 5580, Apr. 20, 1965]

§1.162-16 Cross reference.

For special rules relating to expenses
in connection with subdividing real
property for sale, see section 1237 and
the regulations thereunder.

§1.162-17 Reporting and substan-
tiation of certain business expenses
of employees.

(a) Introductory. The purpose of the
regulations in this section is to provide
rules for the reporting of information
on income tax returns by taxpayers
who pay or incur ordinary and nec-
essary business expenses in connection
with the performance of services as an
employee and to furnish guidance as to
the type of records which will be useful
in compiling such information and in
its substantiation, if required. The
rules prescribed in this section do not
apply to expenses paid or incurred for
incidentals, such as office supplies for
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the employer or local transportation in
connection with an errand. Employees
incurring such incidental expenses are
not required to provide substantiation
for such amounts. The term ‘‘ordinary
and necessary business expenses’’
means only those expenses which are
ordinary and necessary in the conduct
of the taxpayer’s business and are di-
rectly attributable to such business.
The term does not include nondeduct-
ible personal, living or family ex-
penses.

(b) Expenses for which the employee is
required to account to his employer—(1)
Reimbursements equal to expenses. The
employee need not report on his tax re-
turn (either itemized or in total
amount) expenses for travel, transpor-
tation, entertainment, and similar pur-
poses paid or incurred by him solely for
the benefit of his employer for which
he is required to account and does ac-
count to his employer and which are
charged directly or indirectly to the
employer (for example, through credit
cards) or for which the employee is
paid through advances, reimburse-
ments, or otherwise, provided the total
amount of such advances, reimburse-
ments, and charges is equal to such ex-
penses. In such a case the taxpayer
need only state in his return that the
total of amounts charged directly or
indirectly to his employer through
credit cards or otherwise and received
from the employer as advances or re-
imbursements did not exceed the ordi-
nary and necessary business expenses
paid or incurred by the employee.

(2) Reimbursements in excess of ex-
penses. In case the total of amounts
charged directly or indirectly to the
employer and received from the em-
ployer as advances, reimbursements, or
otherwise, exceeds the ordinary and
necessary business expenses paid or in-
curred by the employee and the em-
ployee is required to and does account
to his employer for such expenses, the
taxpayer must include such excess in
income and state on his return that he
has done so.

(3) Expenses in excess of reimburse-
ments. If the employee’s ordinary and
necessary business expenses exceed the
total of the amounts charged directly
or indirectly to the employer and re-
ceived from the employer as advances,
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